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improvements, the Division will update the procedures as warranted.
The availability of electronic W-2G data for performing such matches
is limited. Further, detailed reviews of compliance will be time-
consuming and resource intensive. The Division believes that while
our current process for determining compliance does not provide for
absolute assurance, it does provide for reasonable assurance and is the
most efficient use of our limited resources. However, the Division will
evaluate the feasibility of requiring casinos to compile electronic W-
2G data to provide to the Division. If this is deemed feasible, it could
allow the Division to perform compliance reviews using random
sampling for a set period of time. When this legislation was passed, the
Division did not receive any additional resources for implementation
or enforcement of this program.

The Division is in the process of implementing more frequent
compliance reviews in this area that will provide more timely feedback
to casinos on their compliance with the Payment Intercept Act.
However, as stated in part a above, the availability of electronic W-2G
data is limited. Further, performing detailed electronic matches is
time-consuming and resource intensive. The Division is committed to
continuing to explore new ways to improve the timely feedback to
casinos on their compliance with the Payment Intercept Act based on
information and resources available to do so. Improvements identified
in regard to the timely feedback to the casinos will be communicated
to staff and included in the compliance process.

The Division believes that 1 C.C.R., 210-1, adopted by the Colorado
Department of Revenue, provides clear guidance for casinos to follow
in implementing the requirements of the Payment Intercept Act.
Further, the Division believes that developing internal controls would
be duplicative of Department rules and an inefficient use of Division
resources. However, if the Division determines that casinos should be
required to compile and produce electronic W-2G data, as referred to
in the Division’s response to Recommendation No. 4, part a, it will
develop internal controls to address that requirement. Colorado
Interactive, the developer and operator of this system, has provided
training to the casino industry on numerous occasions for use of the
system. Colorado Interactive will continue to provide training as new
phases of the intercept program are implemented.
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Progressive Enforcement with Administrative
Actions

The Division and Gaming Commission have developed a system of corrective
actions to enforce the Gaming Act, gaming regulations, and required minimum
internal controls. The Division’s corrective actions are progressive, meaning that
the severity of action increases with repetitive and ongoing violations. The
Division has two levels of corrective actions, administrative and disciplinary.
Administrative actions are imposed for less serious violations of gaming laws and
regulations, including violations identified during compliance reviews.
Disciplinary actions are imposed for more serious instances of licensee
noncompliance, such as having revoked software on slot machines, and carry the
possibility of license suspension or revocation. This section focuses specifically
on the Division’s process for issuing administrative actions resulting from
compliance reviews, because those reviews and actions are the primary method
used by the Division to identify and address casino noncompliance with gaming
rules and regulations. The types of administrative actions imposed by the Division
are explained in the table below in order of severity.

Division of Gaming
Administrative Actions

Level of Division
Administrative Action Explanations of Actions Approval Required
Verbal Warning Verbal notice given to the licensee for Staff issue without
minor violations approval

Warning Letter Written notice of violations given to the Manager
licensee and requires the licensee’s
response

Assurance of Voluntary | Licensee must sign a written pledge that it | Division Director
Compliance will not commit future violations

Source: Office of the State Auditor’s summary of the Limited Gaming Act of 1991, Division of Gaming policies,
and staff interviews.

What audit work was performed and what was the
purpose?

Audit work focused on Division compliance reviews and resulting administrative
actions because they are the primary means used by the Division to assess and
enforce casino compliance with gaming rules, regulations, and minimum internal
controls. We reviewed the Division’s compliance review and administrative
action data and selected a judgmental sample of 14 casinos for which the Division
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had identified issues of noncompliance during a total of 26 compliance reviews
conducted between July 2007 and December 2010. We selected 13 of the casinos
to provide adequate coverage of both Division field offices in Cripple Creek and
Central City, and selected one casino that the Division had reported as having a
history of noncompliance and administrative actions. We sought to determine
whether the Division had progressively issued administrative actions against the
sampled casinos for repeated noncompliance violations identified by Division
compliance reviews. Additionally, we reviewed the compliance reviews on file
for each of the sampled casinos for which the Division identified casino
noncompliance, but had not issued an administrative action to determine whether
an administrative action would have been appropriate. Because disciplinary
actions typically do not arise from compliance reviews, our audit work did not
review disciplinary actions issued by the Division.

How were the results of the audit work measured?

According to the Gaming Act (Section 12-47.1-202, C.R.S.), the function of the
Division is to license, implement, regulate, and supervise the conduct of gaming
in Colorado. According to Division staff and management, the Division’s
enforcement process typically begins with a verbal warning, followed by a
warning letter, and then an assurance of voluntary compliance, if the same
violation is identified at a subsequent compliance review. However, because there
are no written rules or policies on the Division’s progressive enforcement process,
we looked broadly at the Division’s responsibility for overseeing licensees to
ensure compliance with statute and regulations, with enforcement actions being a
fundamental component of the Division’s oversight duties.

What problem did the audit work identify?

We found that the Division has not consistently issued administrative actions in a
progressive manner. Specifically, for the 14 sampled casinos, we identified eight
(31 percent) out of the 26 compliance reviews from July 2007 through December
2010 in which either the Division had not issued an administrative action when it
identified a violation, or the administrative action issued was not progressive.
Specifically, we found:

e Lack of Any Administrative Action. In four (15 percent) out of the 26
compliance reviews, the Division identified four casinos with
noncompliance in multiple areas of required minimum internal controls
and recurring violations but did not issue an administrative action. For
example, in one compliance review, Division staff documented violations
in all five areas of a casino’s surveillance system but did not issue the
casino an administrative action. According to the Division’s progressive
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system, staff should have issued an administrative action for these
multiple violations.

e Lack of Progressive Administrative Action. In four (15 percent) out of
the 26 compliance reviews, the Division documented repeated and
ongoing violations of the required minimum internal controls at four
casinos, yet the Division issued repeated verbal warnings, the lowest level
of administrative action. For example, in one compliance review, Division
staff documented a violation involving storage of supplies related to table
games, a violation that had been noted during two previous compliance
reviews and for which two verbal warnings had been issued. Based on the
Division’s progressive system, staff should have issued an escalated
administrative action such as a warning letter.

Why did the problem occur?

We found that the Division does not always issue administrative actions
progressively, or in some cases at all, because it has not provided adequate
guidance to staff on the circumstances under which an administrative action
should be issued, nor has it established written policies or procedures to guide
staff on the application of progressive administrative actions. The Division’s
existing enforcement policies are limited to procedures concerning how staff
should draft and issue administrative actions to casinos and which managers
should review the administrative actions. With the lack of written policies,
procedures, and guidance, the Division relies on staff discretion to determine
whether an administrative action is warranted, resulting in inconsistencies.
Although the Division has a supervisory review process in place to examine the
results of the compliance review, the process is not designed to determine whether
the administrative actions are issued progressively or consistently.

With the Division identifying some kind of violation in about 340 compliance
reviews among the 41 casinos in Fiscal Year 2010, a system of enforcement that
is progressive and applied consistently should improve casino compliance with
the State’s gaming laws, regulations, and required minimum internal controls.

Why does this problem matter?

By not consistently issuing administrative actions in a progressive manner or
issuing actions at all, the Division has allowed some casinos to repeat violations
and not fully implement required minimum controls. For example, two casinos
were issued three consecutive verbal warnings for the same violations of the
required minimum internal controls when the Division should have issued the
casinos at least a warning letter. Specifically, both casinos had repeated violations
related to the inventory of items, such as decks of cards and dice, kept in the
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gaming area, which can increase the risk of unfair or fraudulent play.
Additionally, when the Division does not issue administrative actions consistently
when it identifies violations of the gaming rules and required minimum internal
controls, inconsistent enforcement could result in casinos’ not adequately
addressing noncompliance issues identified and the Division’s treating casinos
inequitably.

Recommendation No. 5:

The Division of Gaming (the Division) should develop a progressive, consistent,
and equitable system for addressing violations identified in compliance reviews
and ensuring casino compliance with gaming laws, regulations, and required
minimum internal controls by:

a. Implementing written policies and procedures for issuing administrative
actions, including providing clear guidance on when the Division will
issue an action and when the action will be progressive.

b. Conducting training for Division staff on administrative action policies
and procedures that provides clear guidance on when an administrative
action is warranted and the type of action required to encourage casino
compliance.

c. Expanding the supervisory review to include administrative actions to
ensure the actions are progressive, consistent, and equitable, in accordance
with the policies and procedures implemented in part a, and including the
supervisory review process in written policies and procedures.

Division of Gaming Response:
Agree. Implementation date: July 2012.

a. The Division is committed to ensuring that administrative actions are
consistent, equitable, and reasonable. The overriding purpose of
administrative action is to gain compliance with applicable internal
controls and gaming regulations and laws. The progressive nature of
administrative actions plays an important role in achieving
compliance. However, consideration of the unique circumstances and
mitigating factors involved in every case is an important component to
ensuring that regulation is reasonably administered. While the
Division recognizes that general procedures for issuing administrative
actions would be beneficial, such procedures must allow for discretion
on the part of the Division. The Division will review our existing
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procedures and make necessary modifications to underscore the
importance of progressive, consistent, and equitable administrative
actions while addressing the need for discretion. Supervisory review of
verbal warnings will be addressed in our revision of these procedures.

b. In conjunction with our implementation of part a above, the Division
will conduct training of affected staff to reinforce the importance of
progressive, consistent, and equitable administrative actions and to
address any changes in procedures resulting from this process.

c. In conjunction with the implementation of parts a and b above, the
Division will incorporate the appropriate procedures to ensure
adequate supervisory review of all administrative actions. Currently,
all administrative actions, with the exception of verbal warnings,
require supervisory review. Supervisory review of verbal warnings
will be addressed in our revision of these procedures.
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Appendix E

COLORADO

Department of Revenue

Colorado Road and Community Safety Act (CO-RCSA SB251)

C.R.S42-2-501-510

Driver License and Identification Cards for residents who cannot demonstrate lawful presence in the U.S. and individuals who can

demonstrate temporary lawful presence in the U.S.

General Information

>

The Act was signed into law in June 2013.

» The law authorizes the issuance of a Colorado driver license, instruction permit, or identification card to those individuals who either cannot
demonstrate lawful presence in the U.S. or can only demonstrate temporary lawful presence in the U.S.

Requirements of the Law

For Applicants who can demonstrate temporary lawful presence:

»  Must provide documents that demonstrate temporary lawful presence.

»  Must have temporary lawful presence verified through the Systematic Alien Verification for Entitlements (SAVE).

>

Must prove Name, Age, Identity and Colorado Residency.

For Applicants who cannot demonstrate lawful presence:

>

Must sign an affidavit that the applicant is currently a resident of
Colorado AND provide proof of a Colorado Tax Return Filing for
the immediately preceding year AND present evidence of
residency in Colorado.

OR

Must sign an affidavit that the applicant has been continuously a
resident of Colorado for the immediately preceding twenty four
months AND present evidence of residency in Colorado for the
immediately preceding twenty-four months.

Must provide an Individual Taxpayer Identification Number
(ITIN) that is issued by the United States Internal Revenue
Service (IRS).

Must sign an affidavit that the applicant has applied or will apply
as soon as the applicant is eligible for lawful presence within the
u.s.

Offices & Appointments

For those unable to demonstrate lawful presence:

Must show, from their country of origin, a valid:

O Passport or

0 Consularidentification card or

0 Military identification document.
All documents must have the applicant’s:

0 Fullname

0 Date of birth

0 Date of issuance

0  Country of issuance

0 Applicant’s photograph
All documents presented must be in English or translated into
English at the cost of the applicant.
The translation must be done by a translator who has an
unexpired driver license or identification card and affirms their
translation

Applications will be accepted by appointment only at the following driver license offices:

° Denver Central — 1865 W. Mississippi Ave., #C, Denver
e  Grand Junction - 222 S. 6th St., #111, Grand Junction

e  Colorado Springs - 2447 N. Union Blvd., Colorado Springs

To make an appointment, go to www.colorado.gov/dmv or call 303-205-2335.

For those able to demonstrate temporary lawful presence:

Applications will be accepted at any state driver license office. No appointment is necessary for a renewal, written test, application and review of

documents or instruction permit. However, you will need to make an appointment for a driving test. You can make an appointment (use blue boxes)

via our appointment scheduling website at the offices that have scheduling capabilities or call 303-205-5901 to schedule a driving test.

Period of Validity

>

Document is valid for three (3) years.

Implementation Date

» August1,2014
Questions
> Please go to www.colorado.gov/dmv.
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DEPARTMENT OF REVENUE
FY 2016-17 JOINT BUDGET COMMITTEE HEARING AGENDA

Tuesday, December 15, 2015
1:30 pm —4:30 pm

1:30-1:50 INTRODUCTIONS AND OPENING COMMENTS
1:50-2:15 INFORMATION TECHNOLOGY PROJECTS IN THE DEPARTMENT
Provide updates to the Committee on each of the following projects the Department is

implementing, please include information on whether the Department is experiencing any
operational or financial issues with projects:

1. Waitless, queuing and management information system for drivers license offices.

2. DRIVES, the Colorado Driver License, Record, Identification and Vehicle Enterprise
Solution, the system to update the DMV-side of the drivers license system and increase
system reliability.

3. Tax Pipeline, system for the scanning and processing of tax forms and tax processing tasks
performed by Department of Personnel.

4. CORE, the Colorado Operational Resource Engine.
5. Any other projects the Department is implementing at this time.

2:15-2:45 R1 DMV Funding Deficit

6. Has the Division of Motor Vehicles received Highway User Tax Fund appropriations in the
past? If yes, were these off-the-top?

7. Do any of the Department’s SMART Act metrics reflect increased efficiencies in the Division
of Motor Vehicles since reclassifying 226 examiners to technicians and providing and
additional 52.0 FTE for customer service improvements.

8. Provide a flow chart for all sources of income to the Licensing Services Cash Fund and any
diversions that are made under current law.

9. Does the request to terminate the Licensing Services Cash Fund end-of-year sweep to the
Highway User Tax Fund modify the compromise made between the General Assembly and
the Division of Motor Vehicles?
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10. Provide an explanation behind the rule requiring drivers over the age of 65 to renew their
license in person.

11. Provide information that can be distributed to legislators that explains the process for
obtaining and renewing General Assembly license plates.

2:45-3:00 R2 Earned Income Tax Credit

12. What is the cost to the Department to execute a TABOR refund including all refund
mechanisms? How does the Department request for funding to administer the Earned Income
Tax Credit fit into the entire TABOR refund picture? How much do each of the other two
TABOR refund mechanisms cost to execute? If possible, calculate down to the cost per each
refund.

13. How does the Internal Revenue Service’s experience support the Department’s request to
provide additional front- and back-end staff to ensure compliance with the Earned Income Tax
Credit. Provide any lessons-learned from the federal program. Explain why, with the
additional resources, the Department will be more successful at detecting fraud than the IRS.

14. Provide an update on the Conservation Easement Tax Credit.

3:00-3:15 BREAK
3:15-4:00 COsSTS OF ADMINISTERING THE LIMITED GAMING PROGRAM

15. For the last ten years, the number of gaming establishments has remained relatively flat, yet
administrative costs are raising, what is the reason for the continued increase in the cost of
administering the Limited Gaming Program?

16. Discuss, or provide a written summary, of the tasks undertaken by FTE in the Division of
Limited Gaming. Provide detail on hours spent on the activities the FTE are responsible for or
any other specific data of the like, that would help clarify the rising costs of administration.

17. Discuss the possibility of using the limited gaming revenue available to the Limited Gaming
Commission to fund a comparative analysis of the Limited Gaming Program with other state
programs.

18. Provide a cost estimate to undertaking a comparative analysis to determine whether the
administrative expenses of the Limited Gaming Program are reasonable.

19. If a study was undertaken by special legislation, what would the Limited Gaming Commission
do with the final report?
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4:00-4:25 DRIVERS LICENSES FOR INDIVIDUALS UNABLE TO PROVE LAWFUL PRESENCE

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

What is the Division of Motor Vehicles standard operating procedure when someone shows
up at a drivers license office with no identity documents of any kind?

Has the Department provided services to any recent Syrian refugees? Can Syrian refugees
qualify for a S.B. 13-251 document?

What does the federal government provide to Syrian refugees once they are welcomed into the
United States?

Is the Division of Motor Vehicles being impacted by the arrival of Syrian refugees in
Colorado?

Provide the wait times for S.B. 13-251 document applicants. Describe the differences between
wait times for individuals who are lawfully present and those unable to prove they are
lawfully present. How does the Division track wait times for individuals with appointments?

Provide a justification for scheduling appointments 90 days in advance. Why not 30 days?
Why not 180 days?

What is the Division of Motor Vehicles doing to prevent fraud in the scheduling system for
appointments to obtain a S.B. 13-251 document?

Is the Division of Motor Vehicles tracking the demand for S.B. 13-251 appointments that are
unable to obtain an appointment. What information is provided to people who call to schedule
an appointment when none are available. Provide data on the number of appointments booked
online versus on the phone.

Is the Division of Motor Vehicles observing people other than the document applicant taking
the written portion of the drivers test for S.B. 13-251 document applicants? How does this
compare to the regular drivers licensing programs? What is the Division’s standard operating
procedure when it detects fraud on the written portion of the drivers test? Is law enforcement
involved?

Has the Division of Motor Vehicles encountered any fraud similar to the state of VVermont,
which saw a number of individuals from outside the state enter it and falsify address
information to obtain a drivers license?
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4:25-4:30 “Sin” Taxes

30. What are the revenue sources for the:
a. Liquor Enforcement Division and State Licensing Cash Fund;
b. The Tobacco Education Programs Fund; and
c. The Reduced Cigarette Ignition Propensity Standards and Firefight Protection Act
Enforcement Fund?

31. Provide totals for revenue derived from liquor taxes and fees, and tobacco taxes and fees for
10 years, broken out by the type of revenue.

32. How much do we cross subsidize “sins” in the “sin” taxes? To put the question another way,
how much do the taxes from liquor support activities of tobacco enforcement and vice versa?

ADDENDUM: OTHER QUESTIONS FOR WHICH SOLELY WRITTEN RESPONSES ARE REQUESTED

1. Provide a list of any legislation that the Department has: (a) not implemented or (b) partially
implemented. Explain why the Department has not implemented or has only partially
implemented the legislation on this list.

2. Please provide a detailed description of all program hotlines administered by the Department,
including:
a. The purpose of the hotline;
b. Number of FTE allocated to the hotline;
c. The line item through which the hotline is funded; and
d. All outcome data used to determine the effectiveness of the hotline.

3. Describe the Department's experience with the implementation of the new CORE accounting
system.
a. How has the implementation improved business processes in the Department?
b. What challenges has the Department experienced since implementation and how have they
been resolved (i.e. training, processes, reports, payroll)?
What impact have these challenges had on the Department’s access to funding streams?
How has the implementation of CORE affected staff workload?
e. Do you anticipate that CORE implementation will result in the need for a permanent
increase in staff? If so, indicate whether the Department is requesting additional funding
for FY 2016-17 to address it.

oo

4. If the Department receives federal funds of any type, please provide a detailed description of
any federal sanctions for state activities of which the Department is already aware. In addition,
please provide a detailed description of any sanctions that MAY be issued against the
Department by the federal government during FFY 2015-16.
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5.

10.

11.

Does the Department have any outstanding high priority recommendations as identified in the
"Annual Report of Audit Recommendations Not Fully Implemented” that was published by
the State Auditor's Office and dated October 2015 (link below)? What is the department doing
to resolve the outstanding high priority recommendations?

http://www.leg.state.co.us/OSA/coauditorl.nsf/All/4735187E6B48EDF087257ED0007FE8SC

A/$FILE/15425%20Annual%20Report.%20Status%200f%200utstanding%20Audit%20Reco
mmendations,%20As%200f%20June%2030,%202015.%20Informational %20Report.%200ct
0ber%202015.pdf

Is the department spending money on public awareness campaigns related to marijuana? How
is the department working with other state departments to coordinate the campaigns?

Based on the Department’s most recent available record, what is the FTE vacancy rate by
department and by division? What is the date of the report?

For FY 2014-15, do any line items in your Department have reversions? If so, which line
items, which programs within each line item, and for what amounts (by fund source)? What
are the reasons for each reversion? Do you anticipate any reversions in FY 2015-16? If yes, in
which programs and line items do you anticipate this reversions occurring? How much and in
which fund sources do you anticipate the reversion being?

Are you expecting an increase in federal funding with the passage of the FFY 2015-16 federal
budget? If yes, in which programs and what is the match requirement for each of the
programs?

For FY 2014-15, did your department exercise a transfer between lines that is allowable under
state statute? If yes, between which line items and programs did this transfer occur? What is
the amount of each transfer by fund source between programs and/or line items? Do you
anticipate transfers between line items and programs for FY 2015-16? If yes, between which
line items/programs and for how much (by fund source)?

Please provide the number of drivers licenses that were denied due to the applicant failing the
vision test over the past ten fiscal years.
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